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Barbara Klemstine
Director
Regulation 8< Pricing

Tel. 602-250-4563
Fax 502-250-3003
e-mail Barbara.Klemstine@aps.com

Mail Station 9708
PO Box 53999
Phoenix. Arizona 85072-3999

December 21. 2007

Mr. Ernest Johnson
Director. utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix. Arizona 85007

RE: Arizona Public Service Company's Renewable Energy Standard Implementation Plan
Docket No. E-01345A-07-0468

Dear Mr. Johnson

In its Distributed Energy Administration Plan, currently before the Commission for approval in the Docket reference
above, APS had proposed that Total Project Costs include financing charges for purposes of calculating caps on
commercial distributed energy incentives. During recent discussions with interested Stakeholders, it came to our
attention that some Stakeholders do not wish to disclose financing charges even though it will result in a lower cap
for the total in incentive payment

APS sent a letter to Mr. Rick Gilliam of SunEdison on December 21, 2007, stating that APS would not require the
disclosure of financing charges, but rather make it optional for customers. The incentive cap would however only
apply to the project costs that were disclosed. APS is also requesting that the portion of the Distributed Energy
Administration Plan in question be modified to reflect the Stakeholders concerns. The change requested is shown
in the attached page from the Distributed Energy Administration Plan and only involves changing the word "must
to "may" in Section 6.4 on page 18 of the Plan. Also attached is a copy of the letter sent to Mr. Gilliam for your
reference

If you or your staff have any questions about the enclosed information, please call Jeff Johnson at 602-250-2661

Sincerely
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Barbara Klemstine
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David L. Deibel
Principal Assistant City Attorney
City of Tucson - City Attorney's Office
P.O. Box 27210
Tucson, AZ 85726-7210

Ma j or Alle n G. Erickson
AFCES  A/ULT
139 Barnes  Drive , Suite  1
Tynda ll AFB, FL 32403-5319
Attorney for Fede ra l Executive
Agencies

Fred Morse
Morse Associates, Inc.
236 Massachusetts Avenue NE
Suite 605
Washington, DC 20002

Micha e l L. Kurtz
Boe hm, Kurt 8; Lowry
36 East Seventh Street, Suite
2110
Cincinna ti, OH 45202
Attorneys  for Kroge r CompanyScott S. Wakefield

Chief Counsel
RUCO
1110 West Washington, Suite 220
Phoenix, AZ 85007

Steven B. Bemlett
City of Scottsdale
City Attorney's Office
3939 North Drinkwater Blvd.
Scottsdale, AZ 85251Ste phe n Ahe a d

Dire ctor
RUC()
1110 West Washington, Suite  220
P hoe nix, AZ 85007

Joe McGuirk
ME Consultants
10202 North 58"' Place
Scottsdale, AZ 85253

JanaBrandt
Kelly Barr
Regulatory Affairs and Contracts
Salt River Project
Mail Station PAB 221
P.O. Box 52025
Phoenix, AZ 85072-2025

Brian Hageman, Pres ident
De luge , Inc.
4116 East Superior Avenue, DO
P hoe nix, AZ 85040

Ma ria  T. Coulte r
Future  Fores t, LLC
1630 Eas t White  Mounta in Blvd.
Suite  C-3
P ine top, AZ 85935

Jerry Payne
USDA Fores t Se rvice
Southwestern Region
333 Broadway, SE
Albuque rque , NM 87102

Mark I. Skowronski, P.E.
Solar Unix Ener1gy, LLC
3501 jamboree ad, Suite 606
Newport Beach, CA 92660

John Wallace
Grand Canyon State Electric

Coloiperativeh
120 oM 44 Street, Suite 100
Phoenix, AZ 85034

C. Webb Crockett
Fennemore Craig
3003 North Central, Suite 2600
Phoenix, AZ 85012-2913
Attorneys for Arizonans Electric Choice
Competition, Phelps Dodge Mining
Company and ASARCO Incorporated

Michae l W. Pa tten
Roshka , DeWulf & Pa tten
One  Arizona  Cente r
400 East Van Buren, Suite  800
P hoe nix, AZ 85004
Attorneys  for Tucson Electric
Power and UNS Electric, Inc.



1

4

Dia ne  Vos ick
Tom O'Ha11eran
Co-Chairs
Governor's  Fores t Hea lth Overs ight

Council
Office  of the  Governor
1700 West Washington
P hoe nix, AZ 85007

Da nie l Musgrove
Unive rsa l Entech, LLC
5501 N. Severa l Avenue , PMB 233
Phoe nix, AZ 89013

Michael Grant
Gallagher & Kennedly, P.A.
2575 East Camelbac Road
Phoenix, AZ 85016
Attorneys for Arizona Electric
Power Cooperative, Duncan
Valley Electric Cooperative,
Graham County Electric
Cooperative, Mohave Electric
Cooperative, Navopache Electric
Cooperative, Trico Electric
Cooperative, Suéphur Springs
Valley Electric cooperative and
Grand Canyon State Electric
Cooperative Assoc.Adam Brownie

The Vote Solar initiative
182 Second Street, Suite 400
San Francisco, CA 94105

Jeff Danyette
Union of Concerned Scientis ts
2 Bra ttle  Square
Ca mbridge , MA 02238-9015Edward Z. Fox

Vice President, Communications
Environment and Safety
Arizona Public Service Company
P.O. Box 53999, MS 9085
Phoenix, AZ 85072-3999

Dianne E. Brown
Executive Director
Arizona PIRG Education Fund
130 North Central, Suite 311
Phoenix, As 85004

Barbara Klemstine
Director of Regulatory Affairs
Arizona Public Service Company
P.O. Box 53999, MS 9708
Phoenix, AZ 85072-3999

Kevin A. Davidson
3162 Courtney Avenue
Kinsman, AZ 86401

Elizabeth C. Archuleta, Chairman
Coconino County Board of Supervisors
219 East Cherry Avenue
Flagstaff, AZ 86001-4695

Amy Le Ge rs
President
Ne tGe nuity
4850 Reata Road
Fla gs ta ff, AZ 86004

Jerry Brownlow
County Supervisor District IV
Navajo County Board of Supervisors
P.O. Box 668
100 East Carter Drive
Holbrook, AZ 86025

Bruce  P lenk
Renewable  Energy Consultant
2958 North St. Augus tine  Place
Tucs on, AZ 85712

Tom Als ton
Sale , Government Relations
Amerecian Sola r Electric
3008 North Civic Center Plaza
Scottsda le , AZ 85251

Mike Billotte
United Dairymen of Arizona
P.O. Box 26877
Tempe, AZ 85285-6877

E. Ke nne th Ma y
President
Indus tria l Sola r Technology
Corpora tion
4420 Mcintyre  S tree t
Golde n, CO 80403



4

Hiram B. Smida , Pres ident
Greater Flagstaff Forests  Partnership
1300 Sou dm Milton Road, Suite 218
Fla gs ta ff, AZ 86002

Robert E. Walkup
Ma yor
City of Tucs on
P.O. Box 27210
Tucs on, AZ 85726-7210

Va le rie  Rauluk, Director
Grea te r Tucson Coalition for Sola r

Ene rgy
P.O. Box 42708
Tucs on, AZ 85733

A1tu1°o Roberta
Atlantis Energy Systems, Inc.
9275 Beatty Drive, Suite B
Sacramento, CA 95826

Robert Baltes, President
Distributed Energy Association of

Arizona
P.O. Box 10594
Phoenix, AZ 85064

Jessie Youle
Sr. Staff Attorney
Mail Station PAB300
P.O. Box 52025
Phoenix, AZ 85072-2025

Robert B. Liden
Executive Vice President General

Managlgr
Stirling nervy Systems
Biltmore Lakes Corporate Center
2920 East Camelback Road, Suite 150
Phoenix, AZ 85016

Robe rt S . Lynch
Arizona  Transmiss ion Dependent
Utility

Group
340 East Palm Lane, Suite  140
Phoe nix, AZ 85004-4529

Douglas  V. Pant
Dis tributed Ene rgy Associa tion of

Arizona
3655 West Anthem Way
Suite  A-109, PMB 411
Anthe m, AZ 85086

Micha e l Ne a rs
Aris e ia m
2034 North 13 S tre e t
P hoe nix, AZ 85001

Alberta  Tigpeconnic
Assis tant director
Inte r Triba l Council of Arizona
2214 North Centra l, Suite  100
P hoe nix, AZ 85004

J a n Mille r
Sa lt Rive r Project
1600 North Prie s t Drive
Te mpe , AZ 85281

David Berry
Western Resource Advocates
P.O. Box 1064
Scottsdale, AZ 85252-1064

Wayne Byrne
Managing Director
Foresight Energy Company
692 Height Street, Suite B
San Francisco, CA 94117

Tim Hoga n
Arizona  Cente r for Law in the
Public

Inte re s t
202 Ea s t McDowe ll Roa d
Suite  153
P hoe nix, AZ 85004

da y of

Scott Higginson
Executive Vice President
New Mexico and Arizona Land

Com any
3514 8 Presidio Circle
Mesa, AZ 85213

Copies sent on the Z  I
December, 2007.
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A subsidiary ofPinnacle Wes! Capital Corporation

Barbara D. Lockwood, P.E.
Manager, Renewable Energy

Tel. 602-250-3361
Fax 602-250-2753
e-mail Barbara.lockwood@aps.com

Mail Station 9674
PO Box 53999
Phoenix, Arizona 85072

December 21, 2007

Rick Gilliam
Managing Director, Wester States Policy
SunEdison
590 Redstone Drive
Broomfield, CO 80020

RE: Arizona Public Service Company's Renewable Energy Rules Implementation Plan,
Docket No. E-01345A-07~0488

Dear Mr. Gilliam,

As you requested, APS is providing an interpretation of its Distributed Energy Administration Plan
("DEAP"), Section 6.4 Incentive Caps relating to the disclosure of project financing costs. Specifically,
you have raised questions about the following provision, specifically the highlighted language:

"A P8l cannot exceed 60% of the "real project cost" for the DE system. Real project costs are
defined as the undiscounted total system cost plus "acceptable financing" charges. Acceptable finance
charges are finance charges used for the PBI incentive cap calculation and cannot exceed the current
prime interest rate plus 5%. Financing charges must be disclosed as part of the commissioning
package, if  not disclosed before. The PBI incentive cap will decline in the third year of the program to
55% of the real project cost, and the cap will decline further to 50% of the real project cost in the fifth year
of the program and beyond. " [Emphasis added.]

Based on our discussions, APS now understands there are concerns from several stakeholders about
disclosing financing costs, even to APS confidentially, due to their competitive and confidential nature.
While the paragraph clearly states that "financing charges must be disclosed", APS will not require that
disclosure to finalize reservations and begin processing payments, unless the Arizona Corporation

_ However, the declining caps noted in that paragraph (60% Year 1,
55% Year 3, 50% Year 5) would then apply to QM the disclosed project costs. APS will continue to
review those disclosed costs to determine that only costs directly associated with the installation of the
equipment necessary to produce solar energy to generate electricity to heat and/or cool building interiors
or to provide hot water are included,

Commission directs us otherwise

APS will file a copy of this letter with the Commission's Docket Control and will request that the language
in that paragraph in the Company's proposed DEAP be changed to reflect that financing charges "may"
be disclosed instead of "must" be disclosed. If you should have any further questions please do not
hesitate to contact us.

Since I

a M 8ew44F »i=
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Barbara D. Lockwood
Manager, Renewable Energy
Arizona Public Service
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ATTACHMENT B
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Once  funds  ha ve  be e n re s e rve d for a  lot, no future  re s e rva tion ma y re a pplie d to tha t lot
or the  s a me  te chnology until the  origina l re s e rva tion ha s  e xpire d.

6.3 Standardized Incentives

The incentives levels provided as part of this Plan were collaboratively developed, and, in part,
were created to help or expand incipient markets for DE, taking into account each technology's
specific market conditions, and placing a portion of the cost on the Participant. Incentive levels
are provided in accordance with the applicable year project incentive matrix included as Exhibit
1.

6.4 Incentive Caps

DE  in c e n t iv e s  c a n  b e  a p p lie d  to  s ys te m s  d e s ig n e d  to  s e rv e  o n ly th e  typ ic a l lo a d  o f th e
P a rtic ipa n t.  The  a s s e s s m e nt o f tha t typ ica l loa d  doe s  no t p re c lude  the  pe riod ic  p roduc tion  of
e le ctricity in e xce s s  of the  P a rticipa nt's  de ma nd. Unde r s ome  circums ta nce s  it is  unde rs tood tha t
s e le ct P a rticipa nt ins ta lla tions  will be  de s igne d to s e rve  loa ds  gre a te r tha n Ma t of the  P a rticipa nt.
Unde r d iode  c ircum s ta nce s ,  the  ince ntive  will be  a pplie d  only to  the  fra c tion  of the  ge ne ra tion
tha t is  use d to s e rve  the  typica l P a rticipa nt loa d. The  DE ince ntive s  we re  de ve lope d s e pa ra te  a nd
a pa rt from othe r utility progra m ince ntive s , s uch a s  thos e  for de ma nd s ide  ma na ge me nt proje cts .
S ys te m s  a re  no t e lig ib le  to  re ce ive  DE ince n tive s  if ince n tive s  from  o the r AP S  progra m s  a re
re ce ive d.

A PBI cannot exceed 60% of the "real project cost" for the DE system. Real project costs are
defined as the undiscounted total system cost plus "acceptable financing" charges. Acceptable
finance charges are finance charges used for the PBI incentive cap calculation and cannot exceed
the current prime interest rate plus 5%. Financing charges must may be disclosed as part of the
commissioning package, if not disclosed before. The PBI incentive cap will decline in the third
year of the program to 55% of the real project cost, and the cap will decline further to 50% of the
real project cost in die fifth year of the program and beyond.

De a le r's  a nd  m a nufa c ture r's  ince ntive s  a re  ca ppe d  a t 50% of the  s ys te m  cos t ba s is . De a le rs
ca nnot inc lude  ins ta lla tion cos ts  in  the  cos t ba s is  ca lcula tion. De a le rs  m us t provide  ve rifica tion
fo r  th e  c o s t  p a id  fo r  e a c h  s ys te m  c o m p o n e n t . Ma n u fa c tu re rs  c a n n o t  in c lu d e  th e ir  o wn
te chnology in the  cos t ba s is .

F o r re s id e n t ia l s o la r h o t  wa te r h e a t in g  s ys te m s ,  P a rt ic ip a n ts  a re  re q u ire d  to  c o n trib u te  a
m in im u m  o f 1 5 %  o f th e  "a c tu a l s ys te m  c o s t. " The  a c tua l s ys te m  c os t will be  c a lc u la te d  by
a s s um ing  the  fu ll a pp lic a tion  o f a ll a va ila b le  fe de ra l a nd  s ta te  inc e n tive s ,  re ga rd le s s  o f the
P a 1'tic ipa nt's  a bility to re a lize  a ny pa rticula r ince ntive , a dding the  P a rtic ipa nt contribution (l5%),
a nd fina lly a dding the  progra m  ince ntive . If the  ince ntive  ca n be  fully a pplie d without e xce e ding
the  a c tua l s ys te m  cos t,  the  P a rtic ipa n t will re ce ive  the  fu ll ince n tive  a m ount.  If the  ince n tive
ca nnot be  fully a pplie d without e xce e ding the  a ctua l s ys te m cos t, the  ince ntive  will be  ca ppe d s o
a s  not to e xce e d the  sys te m cos t.
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